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LIMITED OFFICIAL USE PORT MORESBY 0332 

E.O. 11652: N/A 
TAGS: EFIN 

SUBJECT: OPIC AGREEMENT 

1. MEETINGS APRIL 1 TO 4 BETWEEN HUNT OF OPIC AND VARIOUS 
GPNG OFFICIALS HAVE SERVED TO CORRECT SEVERAL MISCONCEPTIONS 
WITHIN GOVERNMENT CONCERNING OPIC AGREEMENT AND OPERATIONS, 
BUT DECISION AND ACTION ON AGREEMENT WILL BE DELAYED AS 
MATTER MUST GO BACK TO CABINET AND GPNG MAY NOT WANT TO 
SIGN BEEORE INDEPENDENCE. 

2. MEETINGS WITH MINISTER OF NATIONAL DEVELOPMENT GAVARA 
REA, DEPARTMENT OF FOREIGN RELATIONS AND TRADE ACTING 
SECRETARY ANTHONY SIAGURU AND OFEICIALS OF FINANCE MINISTRY 
AND NATIONAL INDUSTRIAL DEVELOPMENT AUTHORITY HAVE GONE 
WELL. INTEREST SHOWN IN OPIC'S ROLE IN HELPING PNG ATTRACT 
DESIRED INVESTMENT. BASIC CONCERN EXPRESSED IN THESE 
DEPARTMENTS CAME EROM MISTAKEN BELIEF THAT ICSID 
(INTERNATIONAL CENTRE EOR THE SETTLEMENT OF INVESTMENT 
DISPUTES) MEMBERSHIP AND USE WAS A CONDITION OF OPIC 
COVERAGE. GPNG REJECTION OF KENNECOTT DEMAND FOR ICSID 
CLAUSE WAS ONE OF THE BREAKING POINTS IN RECENT 
NEGOTIATIONS ON OK TEDI COPPER PROJECT. HUNT MADE 

POINT THAT OPIC ENCOURAGES, BUT DOES NOT REQUIRE, 

USE OF ICSID. ALSO POINTED OUT IMPORTANT DIFEERENCES 
LIMITED OFFICIAL USE 
LIMITED OFFICIAL USE 
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BETWEEN ARBITRATION OF INTERNATIONAL LAW QUESTIONS 
BETWEEN GOVERNMENTS UNDER OPIC AGREEMENT AND AN 
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ARBITRATION AGREEMENT BETWEEN HOST GOVERNMENT AND INVESTOR. 

3. LENGTHY MEETINGS WERE HELD WITH SECRETARY AND STAFF 
ATTORNEYS OE LAW DEPARTMENT (WHICH SERVES ENTIRE 
EXECUTIVE BRANCH). ALL ARE EXPATRIATES. MEETINGS WITH 
STAFE ATTORNEYS REVEALED STRONG NEGATIVE BIAS REGARDING 
FOREIGN INVESTMENT IN GENERAL AND U.S. INVESTMENT IN 
PARTICULAR. AMICABLE BUT TEDIOUS SESSIONS DEALT WITH 
ONE OBJECTION AETER ANOTHER, CENTERING ON IDEA THAT 
INSURANCE BRINGS RISKS OE CONERONTATION WITH OR UNDUE 
INFLUENCE BY USG. HOPEEULLY, EXTENSIVE CITATION OF 
OPIC RECORD AND CLARIFICATION OF PROCEDURES ACCOMPLISHED 
SOMETHING, BUT DOUBT THAT STAFF ATTORNEYS ARE WHOLLY 
CONVERTED. LAW SECRETARY IN APRIL 3 MEETING ACKNOWLEDGED 
THAT EARLIER LAW DEPARTMENT REPORT CRITICAL OF OPIC 
AGREEMENT WAS BASED ON MISCONCEPTIONS, AND SECRETARY 
DOES NOT DISPLAY NEGATIVE BIAS OF HIS STAFF, BUT EXTENT 
TO WHICH HE CAN OR WILL COUNTER THEIR NEGATIVE INDLUENCE 
REMAINS UNCLEAR. 

OLMSTED 


LIMITED OFFICIAL USE 
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